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February 13, 1946. 


To the Stockholders of 
General Box Company 
Chicago. 


We have examined the consolidated balance sheet of the General Box 
Company and its Subsidiaries at December 31, 1945, and the statements of 
consolidated income and surplus for the year then ended, have reviewed the system 
of internal control and accounting procedures of the Companies and, without making 
a detailed audit of the transactions, have examined or tested accounting records of 
the Companies and other supporting evidence, by methods and to the extent we 
deemed appropriate. Our examination was made in accordance with generally 
accepted auditing standards applicable in the circumstances and included all pro- 


cedures which we considered necessary. 


In our opinion, the accompanying consolidated balance sheet and statements 
of consolidated income and surplus present fairly the position of General Box 
Company and its Subsidiaries at December 31, 1945, and the results of their 
operations for the year then ended, in conformity with generally accepted accounting 


principles applied on a basis consistent with that of the preceding year. 
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ASSETS 
CURRENT ASSETS: 
(Gabhio ie tree ice ho BO ns ae eo .. 
excess pronts.1 ax letumde Bondee 8 cc ccs dees -acscihe.-.06-> --s--0 
Accounts and notes receivable— 
OPPS Gs ioe ete et vi a ee Pe oes Seg oe) $ 651,643.21 
PND LOCC fk ee tice Ml cole MeN a ate ee ea aa.) 9,235.97 
Oithemase ied eats...) ce ee ee. 129,870.89 
Inventories of raw materials, work in process, finished goods, 
supplies, etc. (priced at the lower of cost or market) ...............- 
Tl otaleeurrent’ assetS2..0 5, 2. nn... secyort ond er 


FIXED ASSETS, AT COST: 


Brae ee eG! REEDS UE BN eae $ 150,748.04. 
Property, plant and equipment...................--..--..--.--- $3,027,943.70 
Less: Reserve for depreciation.....................-.--- 1,734,539.58 
1,293,404.12 
Wirebound box machinery leased.............................. $ 592,311.84 
Less: Reserve for depreciation...................... --- 446,031.67 
146,280.17 
Timber and timber lands at cost, less depletion... 


PREPAID EXPENSES AND DEFERRED CHARGES: 


Prepaid) insurance, taxes, rent, ClC. ye i ee cee nance se ee 


Deferred charats soi... sume Ee eee a. 


OTHER ASSETS: 


Morteane motes receivablowam ee wean 5 estes coe e515 
Investment in affiliated company, at Cost... eee 
GOODWILL) wiso-ateee ee. ia ae SY re meee Ra opens te 


GENERAL E 


AND SUBSID 


CONSOLIDATED BALANCE 


$ 516,767.75 
242,700.44 
{ - 
790,750.07 
1,803,375.50 
$3,353,593.76 
$1,590,432.33 
101,010.64 
1,691,442.97 
$ 50,052.90 
22,827.97 
72,880.87 
$ 6,196.86 
6,000.00 
12,196.86 
1.00 
$5,130,115.46 
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To the Stockholders of General Box Company: 


We enclose the financial report of Messrs. Arthur Young & Company, your auditors, which covers the Company’s 
operations for the year ended December 31, 1945. The income account shows $269,373.48 was earned before 
providing $66,590.00 for inventory price decline. Again we deemed it best to make some provision, so following 
recent practice, we have appropriated the equivalent of what would have been our postwar refund of excess profits 
taxes for that purpose. The balance of unappropriated earnings of $202,783.48 has been transferred to surplus account. 


TAXES 


Federal taxes amounted to $721,313.00. Thus we leave behind the period of extremely high taxes and the more 
moderate scale which is now in effect will permit corporations to retain a better share of earnings on the business 
handled. The change in the law has already reacted to our benefit so far as our working capital situation is concerned, 
inasmuch as the postwar refund bonds were made payable January 1, 1946, and these refund bonds applicable to 
1942 and 1943 taxes were cashed shortly after the close of the year. 


BALANCE SHEET 


Working capital as of the statement date, was $2,292,713.29, with current assets of $3,353,593.76, while current 
liabilities were $1,060,880.47. The increase in working capital was $223,465.82. Inventories are down about 
$300,000.00 from a year ago and it should be borne in mind that we are carrying a total reserve of $395,918.09 
against the possibility of a decline in price of such inventories. The likelihood of such a decline, at present, appears 
quite remote, but we feel until such time as conditions are completely settled, we should be ultra conservative in the 
consideration of such values. As we reported a year ago, our raw material mills and lumber in concentration yards 
account for a considerable share of the inventory carried over into 1946. 


SALES 


While the demand for packages, in our experience, has never been exceeded, our ability to supply customer’s needs 
is limited by the raw materials available to us. This enforced restriction prevents us from furnishing more than 70% 
of the business offered from our existing customers. Any change in the raw material situation should be on the side 
of improvement. 


RAW MATERIALS 


Lumber stocks are at an all time low but notwithstanding that fact, by intensive coverage, we have been able to 
maintain a relatively satisfactory inventory at concentration yards and at our box plants. 


For wirebound boxes, we are wholly dependent upon the veneer we manufacture in our own mills. We have not been 
able to produce sufficient to operate at anything approaching capacity, although ten wirebound plants are running at 
one 40 hour shift or better. 


Even though most paper roll stock is being rationed, our corrugated plants have run on a fairly satisfactory basis. 
Inadequate OPA ceilings are responsible forthe critical lumber and veneer situation. Neither are we, any more than 
our former suppliers were, able to produce veneer at ceiling prices. Several increases have been allowed, since 1941, 
in both lumber and veneer, but they have always been too little and too late to permit old operators to continue in 
production. Furthermore, in the winter months adverse weather conditions usually prevail which has restricted 
receipts, but with more favorable Spring weather, this condition will tend to improve. 


PRICE SITUATION 


The cost-price relationship has continued to narrow. This became more noticeable during the last quarter of the 
year. A revision of regulations on the part of OPA on one type of container which resulted in a price roll-back 
caused the complete discontinuation of the line. There is no prospect of their being manufactured at the going ceiling 
price. This ruling has fortunately affected nailed shipping containers only, which are the least important peace time 
item of our production. 


Wirebound packages are our major commodity. The raw materials used in their manufacture have greatly increased 
in cost as is the case with labor as well. We have been granted but one price increase between December 1941 and 
the present, which was in June, 1943, consequently an application for price relief is in the course of preparation, 
which will be submitted to OPA this month. We are hopeful the facts presented will result in a price correction to a 


reasonable level. 


NEW EQUIPMENT AND DIVERSIFICATION OF PRODUCTS 


In the Fall of 1944, you will recall, we negotiated a time loan of $600,000.00 for the purpose of modernizing our 
plants, as well as cutting the time required for manufacturing processes, through the better utilization of labor. Like- 
wise, the subject of material handling has been similarly treated. By these improvements, we intend to accomplish the 
dual object of increasing capacity and at the same time improving quality. 


Virtually all of this new equipment will be in operation this year and we wish to report that the Louisville corrugator 
has already been installed and has been in service for some time. This unit has allowed us to supply a market which 
was already at hand as well as expand considerably beyond our former capacity. 


DIVIDENDS 
At the regular meeting of Directors which was held February 15, 1946, a dividend of 11% cents per share was declared, 
payable April 1, 1946, to stockholders of record March 9, 1946. 
ANNUAL MEETING 


Our annual meeting will be held in Chicago on Thursday, March 14, 1946, and we trust you may be able to attend, 
but if not and you desire your stock represented, kindly sign and mail to this office the enclosed proxy which requires 


no additional postage. 


On behalf of the Board of Directors, 
N. W. EMBRY, 


President 


XK COMPANY 


COMPANIES 


EET — DECEMBER 31, 1945 


a 
LIABILITIES, CAPITAL STOCK AND SURPLUS _ 
7 CURRENT LIABILITIES: 
Serial 3% notes, due September 20, 1946.._.....--...--.--------c--c---eeeeo-00! $ 100,000.00 
Accounts payable— 
UROGIS S oe = gSa OS of 2 RE ee A a $ 316,960.55 
CVSS GS 2 ce ccc RS le od ee ee 65,115.73 
2 382,074.28 
Accrued liabilities— 
cee Re oh Ae Se ON Ts ee ae ce $ 47,356.83 
OEE gh aeS) cee To SR a a = 86,614.79 
Federal income and excess profits taxes................ $ 775,329.65 
Less: United States Treasury Tax Notes, at 
eoetuplua saccrued) interest... 22-2... sess. 513,878.00 
261,451.65 
SST ICV 0 nS ee 33,133.04 
SET see oe SE 17,721.92 
446,278.23 
Other current liabilities— 
Additional compensation, officers and employees.....................-.. > 00,470.05 
Pmapovees @witilolding taxes. 2 ccc sceceeee ae eececetecesceeeeese 77,054.91 
132,021.96 
Perec Orrent liabilities 4.2 22... ..--..--.2--.<ncccde-voecctendenne $1,060,880.47 
‘~ LONG-TERM DEBT: 
Serial 3% notes due September 20, 1946 to September 20, 1949...... $ 525,000.00 
Less: Amount included in current liabilities.................0...0.2.00022.... 100,000.00 
P 425,000.00 
< 
% RESERVES: 
2 For dismantlement of raw material plant facilities.............................. $ 50,000.00 
= vie TVS COLSON 9 OS pT (o' ENTS ee ae ee 395,918.09 
_ 445,918.09 
R 
& CAPITAL STOCK: 
=. = Authorized—3,000,000 shares, $1 par value........-........22-2.-2-.2--2::210----+ $3,000,000.00 
iat = Outstanding—1,664,626 shares (including shares not yet exchanged 
5 a pursuant to Agreement of Merger of May 20, 1937)..............-....-.- 1,664,626.00 
S 5 
. 2 SURPLUS, AS PER ATTACHED STATEMENT: 
c= LOOP ll ogi EES TORN ie Une he Lesser 0c, 2 2 ee ee ea % 369,031.71 
a Earned surplus, subsequent to December 31, 1935......................--.----- 1,168,659.19 
ey ee EE NEES GOOG 


$9,130,115.46 
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AND SUBSIDIARY COMPANIES . 
; 4 - ~48 , a J ar 
STATEMENT OF CONSOLIDATED INCOME) a & 
FOR THE YEAR ENDED DECEMBER 31, 1945 , 
Profit from operations before charging pepeeestion ie ee ae ho os N JBcgeecsieduscss eee 
Provision for depreciation.......... pevsseeeenshenssensnschegtunesstecscnapensettnveeerconaterettnnnceeccsnasesstenanencatetantrordmnatnannassneansaasesnrnananccentesecttesancectetnnerstaenasene=eae 
Profit ‘from operations) after charging depreciation ...o.. co c2 dissects ane nnencteegpecnee ta eee 
Other income: 
Thterest, ste 2 eee sot, eee eee ees ei Corl Olea ee $ 12,073.52 
IMiscellaneous—=mnet cco oie a ean acta eae Alsen sn 149.74, 
Other charges: 
Diaterest: paid © 6s cso. leo eceeccsanetaghh Matec olestied er Rotem ete toe Erba nent nasi n $ 23,066.52 
oss .ony salesoneequipment—netwr ns stern were ee ee ee cay 2 puewanemetie. (1 4 ER eS 3,848.12 
Provision for income taxes: ‘ 
Federal— 
Normal income: tax (aridestrta nes ce ose e ccc pdt eccs foae cose decce season seceoseetea nee ee $ 128,700.00 
Excess “provitay tax ) cso c ers Solent elececas sans donecpstieny ote, Sec s-ape cheno er rrr 592,613.00 
; $ 721,313.00 
Otbergincamen taxes. eee eee eee er ee ead wsaesnsSerlsgitesateuiataehd eta on ae a 12,934.65 
Net income for year before provision for reserve for inventory price decline ~......-..-2...2.2---- cece ee eee eee ee 
Provision ‘for reserve for anventory- price, decline <...n..c2-.cc-ccege oes cec-ceneecteccecnececcezeceesesres 4c sedeeecete desea genet eee 


Balance transferred. to earmed surplus. occa elem nites cece ce cae cee cn sane st teen cetaeeenenngertnzcnuel a eeemeenigs 32ers 


Note: Renegotiation— 


The officers of the Company do not anticipate any excess profits refundable to the Government for the ine year end ied 
December el, 1945. 


STATEMENT OF CONSOLIDATED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1945 


Barnet ar lus 
Capital Subsequel 


Surplus Dec. 31, _ 
Balance, December 31, 1944.......0... ee mes PR $ 365,031.71 
Deduct: 


Settlement on renegotiation of Government contracts for the year 1944 ($47,260.51 less applicable 
federal income taxes) 


en ee eet TT Peer ene ean ne ae ann 


$ 365,031.71 
Add: 


Balance transferred from statement of income 


$ 365,031.71 


Deduct: ‘ - 

Dividends paid— 
Tn ‘stock, 5%; “December” 21 1G4Gy tte rests oes Sates acd. 2: as 
Int scasht?'6 Gs. ..,.2 re eee Wes need oe eintleseadsatiz-a-ssode pe en ea 


Balance, December 31, 1945 


